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Introduction ~ 5 TIF 


In November 1984, the newly-elected Government 
of Canada brought forward a wide-ranging agenda 
for economic renewal. 


The goal: to promote economic growth and job 
creation and provide a firm foundation for social 
and cultural progress. 


The key: to create the conditions in which Canadi- 
ans can make full use of their individual and col- 
lective strengths as workers, managers, innovators, 
investors — people in every part of our economy 
and our country. 


The program: a wide-ranging series of 
co-ordinated actions to: 


¢ encourage private initiative and 
competitiveness, 

¢ manage government more effectively, and 

e control the national debt by reducing 
government deficits. 


In the November ’84 economic statement, the 
May ’85 budget and the February ’86 budget, the 
government announced policies which put these 
principles into practice. And the government 

will continue to act. 


This booklet describes briefly how the government 
has acted in a determined and responsible fashion 
to better manage government expenditures in 
order to help restore stability to Canada’s finances. 


A Need for Action 


When the government came to office in September 
1984, it inherited a serious financial problem 
caused largely by unrestrained growth in govern- 
ment spending, much of which had been financed 
through borrowing. During the previous decade, 
government programs multiplied. Government 


itself grew large and unwieldy. Spending on 
government programs shot up 


e from $27.9 billion in 1974-75 
¢ to $86.7 billion in 1984-85. 


The biggest expenditure of all was the interest that 
had to be paid on the burgeoning public debt. Debt 
interest charges multiplied by seven in 10 years 


e from $3.2 billion in 1974-75 
¢ to $22.5 billion in 1984-85. 


This spending explosion was a telling symptom of 
ineffective, intrusive government, of waste, 
duplication and inefficiency. Major corrective 
action was needed. 


A Record of Progress 


The government has taken that necessary action — 
in the November 1984 economic statement, in the 
May 1985 budget, in the February 1986 budget, 
and through other measures. 


e Management of government resources and 
operations has been tightened and improved. 


e Some programs have been eliminated while 
others have been made more efficient. 


e Funding for many programs has been 
reduced. 


e Capital projects, that is, buildings or major 
acquisitions of equipment, have been can- 
celled or postponed. 


e¢ Greater cost recovery for government services 
is being implemented where feasible. 


The Results of Reductions 


The result of all these actions is a significant 


reduction in actual and planned expenditures: 


e $4.3 billion in 1985-86, 


¢ $5.8 billion in 1986-87, 
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e $7.7 billion in 1987-88, and 
¢ $12.0 billion in 1990-91. 


These reductions will help reduce the amount of 
interest the government must pay to service the 
national debt by $6.7 billion by 1990-91. 


The amount of money the government spends on 
all programs has been reduced this year for the 
first time in over 20 years. By 1990-91, spending 
on federal programs will account for the same 
share of the economy as it did in the early 1960s. 


A Thorough Spending Review 


Immediately after taking office, the government 
launched a major review of all expenditures. The 
Ministerial Task Force on Program Review under 
the chairmanship of the Deputy Prime Minister, 
the Honourable Erik Nielsen, recommended ways 
to streamline government, to reduce waste and to 
do things more efficiently. Many of these recom- 
mendations, together with the government’s con- 
tinuing assessment of expenditures, have con- 
tributed to a broadly-based program of savings 
and to the more efficient administration of govern- 
ment programs. 


Where the Reductions 
Have Been Made 


Leaner, more efficient government 


The government is reducing its own personnel, 
capital and overhead costs while at the same time 
improving internal management. Actions taken 
prior to this budget include: 


e The Prime Minister and all cabinet ministers 
have accepted pay reductions. 


e Strict budget constraints have been applied to 
all federal departments. 


The size of the public service is being reduced. 
By 1990-91, the number of positions in the 
federal government will be 15,000 fewer than 
at present; 5,000 positions will be eliminated 
next year. 


Government assets and liabilities are being 
managed more prudently and surplus prop- 
erty is being sold. The government has dis- 
posed of the Habitat apartment complex and 
a former RCMP building in Montreal and 
land in north-central Toronto. Other proper- 
ties have been targeted for sale in 1986-87. 


Crown corporations with little or no ongoing 
public policy purpose are being privatized. To 
date, the government has sold de Havilland 
Corporation, the Northern Transportation 
Company Limited, and most of its shares in 
the Canada Development Corporation 
(CDC). Canadian Arsenals Limited will be 
sold shortly and other sales will follow. 


Other corporations not commercial in nature 
and no longer required for policy purposes are 
being wound up. To date these include the 
Canadian Sports Pool Corporation, Canagrex, 
Uranium Canada Limited, Loto Canada and 
Canertech. 


Major government program reductions 


Certain programs put in place years ago have out- 
lived their usefulness. Others only serve to prop up 
inefficient production. Such programs have in the 
past prevented people and enterprises from engag- 
ing in more productive and profitable activities. 
The government has eliminated many unproduc- 
tive programs and improved others to make them 
more effective and responsive to changing needs 
and demands. Some examples follow: 


A number of subsidy programs in the energy 
sector have been phased out or scaled back, 
including the Petroleum Incentives Program, 


the Canadian Home Insulation Program, the 
Canadian Oil Substitution Program and the 
Petroleum Compensation Program. 


e The Industrial and Regional Development 
Program has been cut back, and the Ship- 
building Industry Assistance Program has 
been terminated. 


e VIA Rail subsidies have been reduced and 
VIA will be moving towards greater cost- 
recovery. 


e Federal funding for nuclear research and 
development has been reduced and two heavy 
water plants have been closed. 


¢ Tax shelters and incentives that were both too 
costly and ineffective in meeting their goals 
have been eliminated, thereby increasing gov- 
ernment revenues. Prime examples include 
the scientific research tax credit and income- 
splitting provisions between family members. 


e The rate of growth of transfer payments to 
the provinces under the Established Programs 
Financing arrangement is being moderated. 


The 1986 Budget: Reinforcing 
Expenditure Control 


The February 1986 budget announces additional 
measures to control expenditures. These measures 
will produce real and immediate savings which will 
grow over time and help stabilize the debt-to-GNP 
ratio by the end of the decade. Steps include: 


¢ A $500 million reduction equivalent to 2 per 
cent of all non-statutory spending (excluding 
defence and foreign aid) is being imposed on 
federal departments for 1986-87. 


¢ As part of this measure, operating budgets for 
all departments are being cut in 1986-87. 
Growth is restricted to 2 per cent a year 
after that. 


e¢ The level of uncommitted funds for increased 
workload is being substantially reduced. 
Departments will have to meet new 
requirements by doing more with less. 


e The growth of foreign aid is being reduced to 
a more affordable rate. Even so, Canada’s for- 
eign aid will continue to compare favourably 
with all our major allies and trading partners. 


e The growth of defence spending is being 
reduced by | per cent per year over the next 
two years. 


e Canada Post will take measures to reduce 
its operating deficit to zero in 1987-88. 


e¢ Regular annual salary increases for the most 
senior government managers will be frozen 
until April 1, 1987. Only merit increases will 
be allowed. Members of Parliament will be 
asked to take a $1,000 reduction in their 
salaries. 


Concern and Common Sense 


All these measures demonstrate the government’s 
resolve to reduce expenditures, wherever possible, 
as part of the crucial program to regain control of 
federal finances in this country. 


But expenditure reductions must also show com- 
mon sense and concern for fairness. Excessive 
spending cuts can hurt the disadvantaged. They 
can harm regions that are in particular economic 
difficulty. And they can impede the productive 
economic activity the nation needs to solve its 
financial problems. 


The government’s expenditure reductions are part 
of a balanced program that also redirects limited 
resources to people and regions that need help 
most. For example, increased resources are being 
made available for: 


e lower income families through increases to 
the child tax credit, and a new refundable 
sales tax credit 


e assistance to older workers displaced through 
layoffs or plant closures 


e job creation, job training and retraining 


e improved benefits for low-income widows and 
widowers aged 60-64 


¢ improved benefits for war veterans 


e tax assistance to the disabled 


e assistance to farmers in serious financial 
difficulties 


e residents of northern and isolated 
communities 


¢ university-based research and development in 
co-operation with the private sector 


e federal cultural programs 
e the Canadian Jobs Strategy 


e the Atlantic and Gaspé regions 
Conclusion 


Since coming to office the government has moved 
decisively and responsibly to cut government 
spending, to reduce the size of government, to 
eliminate waste and duplication and to make gov- 
ernment programs more effective and responsive to 
public needs. In some cases deep cuts have been 
necessary. We now have an expenditure plan that 
is socially and financially responsible. Federal 
spending is back under control. 


In the months and years ahead, the government 
will continue to provide the fiscal stability needed 
to put the economy on a solid course of growth — a 
course that will generate the long-lasting and satis- 
fying jobs and opportunities all Canadians want. 
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